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reporting antity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assats (P.A. 275 of 1980)
or the local unit has not exceaded its budget for expanditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds,
A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or other
guidance as issued by the Local Audit and Finance Division,

The local unit has not been delinquent in distributing tax revenuees that wera collected for another taxing unit.
The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for Audits of Local
Linits of Government in Michigan, as revised {see Appendix H of Bulletin),

There are no Indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit that have
not been praviously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has not been
communicated, please submit a separate repont under saparate cover,

The local unit is free of repeated comments from previous years
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASB 34 as modified by MCGAA Statement #7 and other generally accepted
accounting principles (GAAF),

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were pardformed timely.

If a local unit of government (autharities and commissions included) s operating within the boundarnies of the audited entity and is not included in this ar
any other audit report, nor do they obtain a stand-alone audil, please enclose the name(s), address{es), and a description(s) of the authority and/or

commission,

|, the undersigned, certify that this statement iz complete and accurate in all respects.

We have enclosed the following: Enclosed Mot Required (enter a brief justification)

Financial Statements &

The letter of Comments and Recommendations =

Other (Describe) O

Certified Public Accountant (Firm Mame) Telaphone Number

Yeo & Yeo, P.C. 269-329-7007

Streat Address City State Zip
710 E. Milham Kalamazoo MI 49002

rizing CPA = Printed Mame License Mumber
Carol A. Patridge, CPA 1101015740




Otsego District Public Library
Otsego, Michigan

Annual Financial Statements
and
Auditors’ Report

December 31, 2007



Table of Contents

1 Members of the Library BEoard and Administration
2 Indepandeant Auditors’ Report

3 Management’s Discussion and Analysis

4 Basic Financial Statements

Govemment-wide Financial Statemenis
Staternent of Nat Assets

Stalernent of Activities

Govermmental Fund Financial Statements
Balance Sheet

Reconciliation of the Balance Sheet of
Governmental Funds to the Statement of Met Assels

Statement of Revenues, Expenditures and Changes in Fund Balances

Reconciliation of the Slatement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds o the Statement of Activities

Moles o Financial Statements
5 Required Supplemental Information

Budgetary Comparison Schedule — General Fund



Otsego District Public Library
Otsego, Michigan
Members of the Library Board and Administration
December 31, 2007

MEMBERS OF THE LIBRARY BOARD

John Chapman President
Renny Ransbotlom WVice President
Diana Gilmer Treasurer
Mancy Seibert Secretary
Jacqueline Bennett Trustes
Sharon Tans Truslee

ADMINISTRATION

Ryan VWieber Librarian



710 E. Millham
Falamazoo, B 39002

4 \} PYEO & YEO P (263) 287007 (600 375 3969

Independent Auditors’ Report

Members of the Library Board
Olsego Distrct Public Library
Dlsego, Michigan

We have audited the accompanying financial statements of govemmertal activities and each major fund of Qisego Diskict Public
Library as of and for the year ended December 31, 2007, which coliectively comprise the Libranys basic financial staterments as listed
in the table of contents. These financial statements are he responsibility of Cisego District Public Library's management. Cur
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with audiling standards generally accepted in the Uniled States of America. Those standards
require that we plan and perform the audit o obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting Ihe ameounts and disclosures in the financial
slalements. An audit also incudes assessing the accounting principles used and significant estimales made by management, as
well as evalualing the overall financial slatement presentation. We believe that our audit provides a reasonable basis for our epinion.

In cur apinion, the financial slatements referred Ic above present fairly, in all matenal respects, the respeclive financial position of
Ctsego District Public Library as of December 31, 2007 and the changes in financial position for the year then ended, in confermity
with accounting principles generally accepted in the Uniled States of America.

Dur audit was made for the purpose of forming cpinions on the financial statemenls that collectively comprise the Librarny’s basic
financial statements. The required supplemental information as identified in the table of cantents is presented for the purpose of
additivcnal analysis and is not 3 required part of the basic financial sltatements but supplemental information required by the
Governmental Accounting Standards Board. The required supplemental information has been subjected to the auditing procedures
applied in the audit of the basic finanaal statements and, in our apinran, is faidy stated in all material respects in relation lo the basic
financial staternents taken as a whole.

2.1 9



The management's discussion and analysis included in the financial section of the table of contenis is presented for the purpose of
additional analysis and is nol a required parl of the basic financial statements of Otsego District Public Library. We did nat examine

this data and, accordingly, do not express an opinion therecn.
V,wqf y,m, Fe.

Kalamazoo, Michigan

April 17, 2008



Otsego District Public Library
Management’s Discusslon and Analys/s
December 31, 2007

This section of lhe Otsego Distrct Public Library annual financial report presents our discussion and analysis of the Librany's finaneial performance
dunng the year ended December 31, 2007. Please read it in conjunction with the Library's financial statemenls, which immediately follow this
section.

Lising this Annual Repodt

This annual report consists of a series of inancial statements and notes to those statements. These statements are organized so the reader can
understand the Bislrict financially as a whole. The Gowvermmment-wide Financial Statemenis provide information aboul the activities of the whole
Library, presenting bolh an aggregate view of the Library's finances and a longer-term view of those finances. The fund finandial statements
provide the next level of detail. For govemnmenlzl activities, these statements tell how services were financed in the short term as well as what
remains for future spending. The fund fnancial statements 1ocok at the Library's operafions in more detaif than the government-wide finangial
statements by providing information about the Library’s most significant funds ~ the General Fund and the Capital Projects Funds. The annual
repart is armranged as follows:

Managemenfs Discussion and Analfysis (MD&A)
{Required Supplemental Information)
Basic Firancial Statements
Government-wide Financial Stafements Fund Financial Sfatemenis
Notes to the Basic Financial Statements

{Reguired Supplermertial Information)
Budygefary Informafion for General Fund



Otsego District Public Library
Management’s Discussion and Analysis
December 31, 2007

Reporting the Library as a Whole — Government-wide Financial Statements

The statement of net assets and the statement of activities, which appear first in the Library's financial statements, report information about the
Library as a whole using the actrual basis of accounting, which is similar to the accounting used by most private sector companies. The slatement
of net assets includes all of the Library's assets and liabilities. All of the current year's revenues and expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

These two slalements report the Library's net assets and how they have changed, Met assets — the difference between assets and liabilities, as
reported in the statement of net assets - is one way o measure the Librany's financgial hezlth, or position.  Owver time, ingreases or decreases in the
Library's net assets — as reported in the statement of activilies — are indicaters of whether ils financial health is improving or deteriorating. The
relationship between revenues and expenses is the Library's operating results. However, the Librany's goal is to provide services to our patrons, not
to generate profits as commercial entities do.  One must consider many cther non-financial factors, such as the quality of the services provided o
assess the overall health of the Library.

The staterment of net assets and statement of activities report the governmental activities for the Library, which encompass all of the Libranys
services. Proparty taxes, unrestricted Slate aid, and penal fines finance most of these activities.

Reporting the Library’s Funds — Fund Financial Statements

The Librany's fund financial statements provide detailed information about the Libran’s funds — not the Library as a whole. Some funds are required
lo be established by State law. The Library establishes funds lo help it contro! and manage money for particular purposes and & show that it's
meeling its legal responsibilities for using certain laxes, grants, and other money. The governmental funds of the Library use the following
accounling approach:

Governmental furds — All of the Library's services are reported in Governmenlal funds. Geovernmental fund reporting focuses on
showing how money flows into and out of funds and balances left at year end thal are available for spending. They are reported
using an accounting method called modified acorual accounling, which measures cash and alf other financial assets that can readily
be converted to cash. The govermmental fund stalements provide a detailed short-tesm view of the operations of the Library and the
services it provides. Govemnmental fund informalion helps you determine whether there are more or fewer financial resources that
can be spent in the near future le finance the Library’s pregrams. We describe the relationship {or differences) between
governmental aclivities (reported in the statement of net assets and the statement of acthvities) and govemmental funds in
reconcilialicn.



QOfsego District Public Library
Management's Discussion and Analysis
December 1, 2007

The Library as a Whole

Recall that the statement of net assets provides the perspective of the Library as a whole. Table 1 provides a summary of the Library's net assets
as of December 31, 2007 and 2006,

TABLE 1 Govemnmenlal Activibes
2007 2004
Assets
Currant assets S 4 883 405 3 1.084225
Property and equipment, net 785 280 726 900
Total assets 5. 668,685 1,811.215
Liakilitias
Current liabilities 3 232,696 134,243
Long-term liabilities 3,580,000 -
Tolal liabilities 3,812 686 134 243
MNet Assets
Invested in property and equipment — net {2,873,331) ¥26,990
Restricted 4,368,222 226712
Unresiricted 361,098 723 270
Total net assels $ _ 1,855,939 $ _16¥6972

The above analysis focuses on the net assets.

The results of this year's operations for the Library as a whole are reporled in the statement of activilies (see Table 2}, which shows the sources of
revenue for the year 2007 and 2006,



Otsego District Public Library
Management’s Discussicn and Analysis
December 31, 2007

TABLE 2 Governmental Aclivities
2007 20

Revenue

Property taxes - 376,416 $ 356 287

Slale aid 10,763 9,835

Penal Fines 65,836 T 15

Cther revenus 186,540 66,097

Total Revenue E30,550 509,334

Functions/Program Expenses

Library services 460 538 406 513
Excess of revenues over expenditores $ 179,017 S__ 102821

Property taxes for operations and penal fines constriute the vast majority of Library's eperating revenue sources. The Library Board and libranan
must annually evaluate the needs of the Library and balance those needs with other available unrestricted resources.

The Library as a Whole

The Library's net assets increased $178,017 in 2007. The main reasons for the increase were due to an increase in inferest on investments
revenue and to the continued grewth of the Library’s property tax base.

The Library's paimary source of revenue 1s from property taxes, which represents 59% of total revenue. 2007 property tax revenue increased by
5.6% compared to 2006, Penal fine revenue was down for lhe year, however il still exceeded budgeted expectations by 3.7% and siate aid
revenues increased by 8.6%. Interest on investments was $67 448, 275% higher than expected, and contributions and donations (cash and
pledges] for the year totaled $95,357.

The Library held a special election on August 7, 2007 where voters positively decided on a bond issue in the ameunt of $3,630,000 to pay for & new
library facility. Bond proceeds were received in October 2007, and part of the 275% increase in inlerest in investmenls menlicned above was due
to interest eamed on bond proceeds.

Salaries and fringes continue to be a significant expense, representing 45% of the Librany’s total expenses.

3-4



Otsego District Public Library
Management's Discussion and Analysis
December 31, 2007

The Library's Fund

An analysis of the Library’s major funds is included on pages 4-3 and 4-5, in the first column. The fund column provides detailed information about
the most significant funds — not the Library as a whole. The Library Board has the ability to create separate funds to help manage money for
specific purpases, and to maintain accountabifity for certain activilies such as the Librany's current capital campaign and 2007 Library Bond fund,
now lisled together as “Capital Projects Fund.”

The fund balance of the General Fund decreased during 2007 to $367,002 due to funds being ransferred that had been designated for the property
investment and the debt fund. The capilal projects fund ingreased to 34,247 158 in 2007,

Library Budgetary Highlights

QOver the course of the year, the Library Board amended the budget fo take into account evenls thai cocurred during the year. These budget
amendments occurred In various accounts, bul were not significant.

Capital Assets Administration
Capital Assets

At December 31, 2007, the Library had $785,280 invested in capital assets, including land, buildings, and furniture and equipment in accordance
with its capitalization pelicy. Amounts under $1,000 are not included herein.

2007

Assets not being depreciated — Land 5 228,735
Building and buiding improvements 356 405
Censtruction in progress 66,184
Equipment and fumiture 92,973
Library bocks 582,119
Total capital assets 1,367,416

Less accumulated depreciation {582,136)
Met capital assets 3 89,280




Otsego District Public Library
Management's Discussion and Analysis
December 31, 2007

Next Year's Millage Rate

I August 2008, the Library Board will consider the millage rate to be levied for Winter 2008 (these revenues will be received and recorded in fiscal
year 2008} The 2007 operating millage rate is 9888 mills par thousand dollars of taxable value. The 2007 debt millage rate is 570 miils per

thousand dollars of taxable value.
Gontacting the Librany’s Financial Management

This financial report is designed o provide the Library's citizens, taxpayers, cuslomers, investors, and creditors with a general overview of the
Library's finances and to demonstrate the Library's accountability for the money it receives. If you have questions about this report or need
addiliona! financial information, contact the Library at 218 South Famer Street, Otsego, M| 48078,



Otsego District Public Library

Statement of Net Assets
Decembear 31, 2007
Governmental
Activities
Assels
Current assels
Cash 5 442 970
Investments 4,318,980
Cue from other governments 3,554
Pledges receivable 117,881
Total current asselts 4 863 405
Moncument assets
Capital assets
Land 229,735
Building and improvements 306,405
Construction in progress 66,184
Equipmenl and furnilure 02,873
Library bocks 582,119
Less: accumulated depreciaticn {B8Z,136)
Total noncument assels 785,280
Total assels & 5,668,685

See Accompanying Motes to Financial Statements
4 -1 \&XED_&IEQ



Otsego District Public Library
Statement of Met Assets
December 31, 2007

Govennmental
Activities
Liabilities
Current liabilities
Salaries and benefits payable 5 5,306
Acerued interest 28,611
Accrued [iabililies 5,804
Deferred revenue 142,875
Mouncurrent liahilifies
Bonds payable- short termn 50,000
Bonds payable- long term 3,580,000
Total fiabilities 3.812,696
Net Assets
Invested in capital assels (2.873,331)
Restricted for:
Capital projecls 4 365,047
Debt fund 3.175
Urrestricled 361,088
Total net assets 3 1,855,989

Ses Accompanying Motes to Financial Statements
4-2 m



Otsego District Public Library

Statement of Activities
For the Year Ended December 31, 2007

Revenue
Property taxes 3 376,416
Slate aid 10,763
Penal fines 65,836
Interest on investmernds 67 448
Contributions and donations 95,357
Library fines and fess 19,111
Other miscellaneous 4,624
Total revenue 639 555
Expenses
Advertising 17,985
Canferences, workshops, and fravel 1,507
Co-op expense 2,351
Insurance 7,251
Library books and matenals 28,533
Miscellaneous 25,088
Professional fees 10,5149
Repair and mainlenance 8516
Salares and fringe benefits 221,246
Supplies 11,187
Technology 21,863
Liilities 19,336
Interest expense 28.611
Depreciation 55,547
Tolal expenditures 460,538
Change in net assets 179,017
MNet assels - beginning of year 1,676,972
MNet assets - end of year $ 1,855389

See Accompanying Motes to Financial Statements
4-3 rro s vro



Otsego District Public Library

Balance Sheet - Governmental Funds
December 31, 2007

Assets
Cash
Investments
Due from other governments
Cueg from other funds

Toial assets

Liabilities and Fund Balance
Liahilitias
Salaries and benefits payable
Deferred revenues
Due to other funds

Total liabilities

Fund Balance
Reserved for capital projects
Reserved for debt fund
Cesignated for capital improvements
Designated for property investments
Designated for memovial and doenafions
Uadesignated

Total fund batance

Total liabilities and fund balance

Capital Total

General Prijects Debt Govermmental

Fund Fund Fund Funds
s 283,707 & 123,840 3 55423 % 442 970
194,661 4,124,329 - 4,314,880
3,554 - - 3,554
1,013 - - 1,013
L3 452935 3 4248169 § 55,423 3 4,766,527
$ 5306 % - 5 - § 5,306
80,627 - 52,248 142,875
- 1,013 - 1,012
85,833 1,013 52,248 149,194
- 4,247 156 - 4 247 156
- - 3175 3,175
28,252 - - 28,252
233,974 - - 2338974
3,473 - - 3473
101,303 - - 101,303
367 002 4 247 156 3175 4 817 333
% 462,935 § 4248169 § 55423 § 4,766,527

See Accompanying MNotes lo Financial Staterments
4-4



Otsego District Public Library
Recanciliation of the Balance Sheet - Governmental Funds to the Statement of Net Assets
December 31, 2007

Total fund balances for governmental funds 5 4617333
Total net assets reporled for governimental activities in the slatement of net assets is different because:
Hledges receivable - net of discount, unavailable at December 31, 2007
for govemmental fund purposes 117,891
Capital assets used in governmental activities are not financial resources and herefore
are nol reported in the funds. Those assets consist of;
Land L 229,735
Buildings and improvements 395 405
Construchon in progress 66,184
Equipment and furniture 92 973
Library books 5821149
Less: accumulated depreciation (582,136 785,280
Certain liabilities are not due and payable in the current period and are nol reported in the funds.
Accrued interest [28,611)
Accrued vacation {5,904}
Baonds payable (3,630,000}
Met assets of governmental activities $ 1.85519389

See Acoompanying Mctes to Financial Slatements
4-5 \&nm_mum



Otsego District Public Library

Combinead Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds

Faor the Year Ended Becember 31, 2007

Revenues
FProperty {axes
State aid
Penal fines
Inerest on investments
Contributions and donations
Library fines and fees
Other miscelianeous

Total revenues

Expenditures
Advertising
Capital outlay
Conferences, workshops, and travel
Co-op expense
Insurance
Library books and materials
Miscellanecus
Frofessional fees
Repair and mainlenance
Salaries and finge benefits
Supplies
Technology
Utilities

Total expenditures

Total

General Capital Debt Governmental

Fund Projects Fund Funds
3 376,416 % - - % 376,416
10,763 - - 10,763
65.836 - - 65,836
28,646 35,802 - B7.448
6,820 45313 - 52,133
19,111 - - 19,111
4,624 - - 4,624
212,216 84,115 - wo96,.331
17,985 - - 17,985
47653 14,044 - 61,687
1,507 - - 1,507
2,351 - - 2,351
7.251 - - 7231
28,533 - - 28,533
25,086 - - 25,086
10.519 - - 10,518
9.516 - - 9,516
221,706 - - 221,706
0,532 1,655 - 11,187
21.863 - - 21,863
19,336 - - 19,336
$ 422,838 % 15,699 5 438,537

4 -5

See Accompanying Motes to Financial Statements
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Otsego District Public Library
Combined Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds
Far the ¥Year Ended December 31, 2007

Total
General Capital Debt Govemmental
Fund Projects Fund Funds
Excess of revenues over expenditures 3 89373 % 68416 & - % 157,704
Other financing sources (uses)

Bond proceeds - 3,657 689 - 3,657 689
Bond issuance costs - {79,829) - {79,829}
Transfer in 11,562 535,397 3175 550,134
Transfer out (S38,072) £11,562) - (550,134)
Total other financing sources {uses) {527,010} 4,101,695 3,175 3,577,860

Met change in flund balance (4.37,632) 4,170,111 3,175 3,735,654
Fund balance - beginning of year 804,634 77,045 - 881,679
Fund batance - ending 3 BT 002 $ 4247156 % 3175 $ 4,617,333

See Accompanying Motes lo Financial Statements
4-T \&n_o_uﬁ_o



Otsego District Public Library

Recanciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balance of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2007

Net change in fund balances - total governmental funds
Tolal change in net assets reperted for governmental activities in the statement of adlivities is different because:

Govemmental funds report capital cutlays as expendilures. However,
in the statement of activities the cost of lhose assets is allocated
over their estimated useful lives and reporied as deprecialion expense.
Capilal oullay
Deprecialion expense

Revenues in the stafement of activities that do not provide current
finangial resources are not reported as revenue in the funds
Pledges receivable

Expenses are recorded when incurred in the statement of activilies.
Accred interast
Decrease in accrued vacation

Bond proceeds are reported as financing scurces in the governmental
funds and thus contribute to the change in fund balance.
Bond proceeds

Change in net assets of governmental activities

See Accompanying Motes to Financial Stalements
4-8

$ 113837
(55.547)

S  [28,611)
460

§ 3735654

58,290

43,224

(28,151}

{3,630.000)

$

179,047



Otsego District Public Library
Motes to Financial Statements
December 31, 2007

Note 1 -  Mature of Organization and Summary of Significant

Accounting Pollcies

The accounting policies of Olsego District Pubhc Library ({the
“Library™} conform to accounting principles generally accepled in lhe
United States of America as applicabte o governmental units. The
following is a sumnary of the Library's significant accounting policies.

Reporting Entity

The Library is localed in the Cily of Oisego, Michigan and is
governaed by an appeinted six-member koard. The Library is primarily
funded through a tax levy, fines and fees, and charitable donations.
Revenue is used to operate and staff the Library. The accompanying
finrancial statements have been prepared in accordance with criteria
established by the Govemnmental Accounting Standards Board for
determining the various governmental organizations to be included in
the reporting entity. Based on the significance of any operational or
financial relationships with the Librany, there are no component units
to be included in these financial staternents.

Measurement Focus, Basis of Accounting and Financial
Statement Presentation

The Library’s basic financial statements include both govemment-
wide (reporting the Library as a whola) and fund financial statemenis
{reporiing the Librarys major funds).

Government-wide Financial Statemants

The government-wide financial statements (i.e. the statement of net
assets and the statement of activilies) are reported using the
economic resources measurement focus and the acorsal basis of
accounting. Revenue is recorded when earned and expenses are
recorded when a liability is inourred, regardless of the timing of
relaled cash flows. Property taxes are recognized as revenue in the

year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed
by the provader have been met.

The staternent of nel assets includes and recognizes all long-term
assets and receivables as well as long-term debt and obligations.
The Library’s net assets are repored in three parts (1) invested in
capital assets, net of related debt (2) restricted net assets, and (3)
unresticted net assels.

The statement of activities demonsirates the degree to which the
direcl expense of a given function or segment is offset by program
revenues, Direct expenses are those that are clearfy identifiable with
a specific function or segment. Program revenue includes (1)
charges to library patrons who purchase, vse, or directly benefit from
goods, services, or privileges provided by a given function or
segment and (2) grants and contributions that are restricted to meel
ihe operalional or capital requirements of a particular function or
segmenl. Taxes and other items are nol properly included among
program revenues, and are reported instead as general revenue.

As a general rule, the effect of interfund activity has been eliminated
from the govermnment-wide financial statements.

Fund Financial Statements

Governmental fund financial staterments are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenue is recognized as soon as it is
both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the
Library considers revenue to be available if they are collected within
60 days of the end of the current Ascal period. Expenditures generally
are recorded when a fiability is incurmed, as under accrual acocounting.
Howewer, debt service expenditures, as well as expenditures refated

&m_o_e_tag



Otsego District Public Library
Notes to Financial Statements
December 31, 2007

to compensated absences and claims and judgments, are recorded
only when payment is due.

Froperty taxes and penal fines associated with the current fiscal
period are all considerad o be susceptible to accnual and so have
been recognized as revenue of the current fiscal penod. All other
revenue items are considered to be avaifable only when cash is
received by the Library.

The Library reperts the following major govemmental funds:

The General Fund is the Library's primany operating fund. It accounts
for all financial resources of the Library, except those required to be
accounted for in ancther fund.

The Capial Projects Fund is used to acoount for resources far the
acquisition or construction of capital faciliies or equipment by the
Library.

The Debt Fund is used Io record tax, interest, and other revenue and
the payment of interest, principal, and other expenditures related to
the bond issued in 2007 to finance planned consbtuction and
improvernenls.

Financial Statement Amounts

Bank Deposits and fnvesiments — The Library has defined cash to
include cash on hand, demand depoesits and short-term investments

with maturity of three months or less when acquired. Investrments
are stated at fair value.
Receivables and Payables — In general, outstanding balances

between funds are reporied as “due loffrom gther funds”. These
amounis are caused by transferring revenues and expenses between
funds to gel them into the proper reporting fund, These balances are
pard back as cash flow permils.

All trade and property taxes receivable are shown net of an
allowance for uncollectible amounts. Property taxes are levied on
December 1% based on the taxable valuation of the property as of the
preceding Decenber 31¥, Taxes are considerad delinguent on March
1* of the following year, at which time penalties and interesl are
assessed.

Capifal Assefs — Capital assels are defined by the Library as assets
with an initial cost of more than $1,000 and an estimated vseful life in
excass of two years. Such assefs are recorded at historical cost.
DConaled assels are reported at an eslimated fair market values at the
date of donation. Additions, improvernents, and other capital outlays
that significantly extend the useful |fie of an assal are capitalized.
Other costs incumed for repairs and maintenance are expensed as
incurred. Deprecialion on all assets is provided on the straight-line
basis ower the following eslimated useful lives:

Buildings 20 — 50 years
Fumiture and equipment 5-10vears
Improvements 10 — 20 years

Fund Equity

In the fund financial statements, governmental funds report

reservations of fund balance for amounls thal are not available for
appropriation or are legally restricted by outside parties for use for a
specific purpose. Designalion of fund balance represents tentative
management plans that are subjective to change.

Comparative Data

Comparative data is not included in the Library's financial statements.

m



Otsego District Public Library
Motes to Financial Statements
December 31, 2007

Mcte 2 - Stewardship, Cempliance, Accountabitiby

Budgetary Information

Annual budgets are adopted on a basis consislent with accounting
principles generally accepted in the Unifed States of America and
State law for the General and Special Revenue Funds. All annual
appropriations lapse at fiscal year end.

The appropriation level adopted by the Board is the level of conlrol
authovized under the Act. State [aw requires the Library to have ifs
budget in place by Movember 1. A library is not considered in
violalion of the Act if reasonable procedures are in use by the library
fa detect violations.

Budgeted amounts are as onginally adopled, or as amended by the
Library Board throughoot the year. Individual amendments weare not
material in relation 1o the onginal appropriations which were
arnended.

Approprigtions  lapse al year end and therefore, cancel all
encumbrances.  These appropriations are reestabfished at the
beginning of the following year.

Mote 3 - Deposits and Investinents

The Library's deposits and investments were reported in the basic
financial statements in the following categories:

Cash 3 442 970
hvestments 4,318,94)
Total $ 4,761,960

The tweakdown bebween deposits and investments for the Library is
as follows:

Deposils (checking and savngs

acoounts, cerfificates of depasit) $ 442970

Investments fn securities, mubual funds

and similar vehicles 4,318,980
Taotal $ 4,761,960

Interest rale risk — The Library does not have a formal investment
policy to manage its exposure [o fair value losses arising from
changes in interest rates,

Credi risk — Stale statutes autharize the Library to make depgsits in
the accounts of federally insured banks, credit unions, and savings
and loan assockations that have an office in Michigan; the Library is
allowed to invest in W.S. Treasury or Agency obligations, U.S.
govemment repurchase agreements, bankers' acceptances,
commercial paper rated prime at the time of purchase that matures
not mere than 270 days after the dale of purchase, mutua! funds, and
investment pools that are composed of aulhorzed investment
vehicles. The Library has no investment policy that would further
limil its inveslment choices.

Concentration of credit risk — The District has ne policy that would
fimit the amount thal may be invested with any ¢ne issuer.

Cusfodial credidt risk — deposits — In the case of deposits, lhis is the
risk that in the event of a bank failure, the District's deposits may nol
be retumed to it. The District does not have a deposit policy for
cusicdial credit isk. As of yearend, $172,858 of the District's bank
balance of $429,614 was exposed o custodiak credit risk because it

was uninsured and uncollateralized.



Otsego District Public Library
Motes to Financial Statements
December 31, 2007

Mote 4 - Unconditional Promises To Give

During the year ended December 31, 2004, Otsego District Public
Library began a capital campaign and received pledges for the
construchion of a new library. The amount of pledges outstanding at
December 31, 2007 is $117.,891.

Mote 5 - Capital Assets

A summary of the changes in capital assets is as follows:

Rissets nol being depracuated
Land
Corclnuction in xmgress

Total essels nol being deprecsaned
Amseks being Ceprauated
B bl s BN T R TeETES
Fumitry arsd exgipemend
Librzary books
Torlal assaks baing ceprec-ated
L ess asrurwiatad depreciation for
Buidegs. and wrprmaments
Furmnitune and aquipment
Litrary bogis
Tot socumueaied depraciation
Med capial acsets being depreoaied

P ot assets

Balance Balarca
January 1. [rereraber 51,

20T Addilens  Dedetrong 2007
3 22735 § - 5 - 273,735
B 15 AL
ZoA TS BE154 Za5914
354, 405 - 356, 4065
83,853 9,334 92,673
541800 .14 AA2.1m
1.023.894 45553 1071497
0022 B595 FEEN
4277 RET 54, 104
455, Tl 35,642 qR5 412
526.533 55, BT S NF
£07.755 (7 A84) R0 264
] TAEO90 5 SEMM 5 H ‘TAE, MO

Depreciation for the vear ended December 31, 2007 amounted to

$55.547.

Wieo s vzo



Otsego District Public Library
Mates to Financial Statements
December 31, 2007

MNote 6 -  Interfund Receivables, Payables and Transfers

Individual interfund receivables, payables and transfers al December
31, 2007 were;

Fured Recenabla Payabrke Purpase

Reim burszment for capital
A pakgn expendiures
Reimtursement foe capital
CAM P experediures

paid by General Fund

en erzl Fund $ 1013 5

Capital Prjecis
Fund - 1.013

5 1.013 £ 103

Management does not anficipate individual interfund balances to
remain outstanding for periods in excess of one year.

Inferfund fransfers were made durng the year from the General Fund
to the Capital Projects and Debt Funds in the amount of $535,387
and $3.175, respectively and from the Capital Projects Fund ta the
General Fund of $11,562. These fransfers were made to repay
expenses incurred by ane fund but paid by ancther fund.

Note T - Deferred Revenue

Governmental funds report deferred revenue in connection with
receivahles for revenue that are not considered to be available to
liquidate liakilities of the current period. Governmental funds also
defer revenue recognilion in connection with resources that hawve
been recetved bul not yet eamed. At the end of the current fiscal
year, the various compenents of deferred revenue are as follows:

Uneamed

Uneamead proparty taxas & 142975

Mcte 8 - Long-Term Debt

The {ibrary recenved a 20-year bond to finance the construction of the
new library faciiities of $3,630,000 from the Harmis Bank M.A. with an
average interest rate of 4.11%. Payments begin May 1, 2008 and are
due every six monihs.

Amourt Dy
Hegirring Erding Within Cre
Balaros Futhnons Foeductinng Elance: s
Gramerrrenl
5 - 5 A53M % - 5 GEIDN 5 500K
abligabon bords e —

Future principal and interest requirements for bonded debt are as
follows:

Pringipal Interest Total

Year Erding
December 31,

208 5 0000 % 156408 3 208 406
XH4 35,000 145444 228,444
2010 1000, 000 138,744 238,744
A1 120,000 135,344 255,344
2012 130,000 130,334 260,344
20132017 TO0, 000 563,119 1,353,118
20182022 1,030,000 301,975 1,411,975
20232027 1,325,000 142 003 1AG7. 003

Total $ 3630000 § 1704378 5 5424 378



Otsego District Public Library
Notes to Financial Statements
December 31, 2007

Mote 9 - Risk Management

The Library is exposed to vanous risks of loss related lo property
loss, torts, ermors and omissions, employes injuries (workers’
compensation) and certain medical benefits provided o employees.

The Library has purchased commercial insurance for the protection
of real and personal property. Sefttled claims relaling to the
commercial insurance have nol exceeded the amounld of insurance
coverage in the past three fiscal years.

Mote 10 - Retirement Plan
Plart Descripfion

The Library has instituted a defined contribution pension plan through
the City of Otsego for all full-time employees with six months of
service. The pension plan provides for vadous elections as fo the
retirement benefit determination. Benefits are vested after two years
of credited service. Normal retirement is age 55, with early retirement
privileges commencing at age 55, There is no mandatory relirement
age.

The Library's covered payrofl and its lolal currenl payroll for alt
employees amounted 1o $89.125 and $173,309 respeclively in the
year ended December 31, 2007.

Coniributions Required and Mads
Covered employees of the Library are provided a contribution of ten

percent. For the wyear ended December 31, 2007 lhe Library
forwarded to the City of Otsego $8.912.

q-14

Funding Policy and Status

The Library funds the plan monthly and as of December 31, 2007 no
unfunded past senice costs existed.

Note 11 - Fund Equity
Spedific reservations on fund equity include:

Reserved for capflal projecks — This resenve was crealed to restrict
the use of all resources eamed by the Capital Projects Fund. This
money is 2armarked for major capital purchases.

Specific designalions include the Tollowing:

Designated for capital improvemnments — This designafion was created
o indicate unds set aside 1o cover capital improvements.

Designated for propery invesfimenis — This designalion was created
fo indicate funds set aside for major real propery purchases and
expenses associated with the purchase of real property.

Designated for memorials and donations — This designation was
created to indicate funds set aside for memoerals and donations that
are donor-restricled.

Note 12 - Assets Held By Allegan County Community
Foundation

During 1999, the Ctsego District Public Library Irene Galloway Fund
was eslablished at the Allegan County Community Foundation. This
s an endowment fund and the principal is not expendable. Net
income from the fund is reinvesled as spendable income. As of
December 31, 2007 the fund had a balance of 36,978 and there were

) funds in the spendable fund.



Otsego District Public Library
Required Supplemental Information
Budgetary Comparison Schedule
For the Year Ended December 31, 2007

Revenues

Property taxes

State aid

Penal fines

Interest on investments

Contributions and donations

Library fines and fees
Cther miscellaneous
Total revenues

Expenditures
Advertising

Conferences, workshops, and travel

Co-op expense
Insurance

Library books and malerials

Miscellaneous
Professional fees
Repair and maintenance

Satanes and fringe benefits

Supplies
Technology
Utilities
Capital cutlay
Tofal expendilures

Excess {deficency) of revenues over expenditures
MNel effects of transfers between funds

Fund bkalance - beginning

Fund balance - ending

Actual
Budgeted Amounts Over {Under)
Criginal Final Actuzf Final Budget
6 369,200 § 369,200 % 3’5416 & 7.216
10,600 10,600 10,763 163
60,000 50,000 65,836 5836
18,000 18,000 28,646 10,646
- - 6,820 6,820
5,200 5,200 19111 13,211
5.500 5.500 4,624 (B76)
468,500 468,500 512,216 43,716
13,000 17,362 17,983 623
2,200 2,200 1,507 {693]
3,300 3,300 2,351 {549)
6,500 6,643 7,251 608
25,831 27 650 28,533 883
21,600 25,035 25,086 51
16,200 16,504 10,518 {5,981)
10,650 10,650 9516 (1.134)
228,900 231,700 221,706 (9,954}
9,500 10,237 0,532 (FOS5)
21,000 22,269 21.863 {406}
- 23,900 19,336 {4.564)
47,300 47 497 47,653 156
408,281 444 943 422,828 (22,105)
62,219 23,557 B9 378 65,821
- - (527 01 {527 010}
BO4,634 804,634 804,634 -
5 866,853 § 528,191 % 367002 §  (461,189)

\&m_o_axm



‘?’YEO & YEO

CPAs & Business Consultants

April 17, 2008

Management and the Beard of Directors
Otsego District Public Library

219 South Farmer Street

Otsego, MI 49078

We have completed cur audit of the financial statements of Otsego District Public Library as of
and for the year ended December 31, 2007 and have issued our report dated April 17, 2008,
We are required to communicate certain matters to you in accordance with auditing standards
generally accepted in the United States of America that are related to internal control and the
audit. The appendices to this letter set forth thase communications as follows:

I Communication of Internal Control Matters Identified During the Audit

Il Auditor's Communication of Significant Matters with Those Charged with Governance

Il Management Comments

We discussed these matters with various personnel in the crganization during the audii and
have already met with management on April 17, 2008. We can discuss these items with you in
more detail at the Board meeting when we present the financial statements, if you so desire.
These communications are intended solely for the information and use of management, the

Stockholders, others within the organization, and are not intended to be and shoufd not be used
by anyone cther than those specified parties.

‘7,404-‘?..20, 1‘.0(.?-

Kalamazoo, Michigan

TI0 E. Milham = Kalamazoo, M1 4H02 » (2651 329-707 « Fax (169) 329-0626
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Appendix 1
Communication of Internal Contrel Matters |dentified During an Audit

In planning and performing our audit of the financial statements of Otsego District Public Library
as of and for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered Otsego District Public
Library internal control over financral reporting as a basis for designing our audit procedures for
the purpose of expressing our apinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Organization's internal contral. Accordingly,
we do not express an opinion on the effectiveness of the Organization's internal control,

Qur consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknessas. However, as discussed below, we identified
certain deficiencies in internal control that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency or combination of control deficiencies that adversely affects the entity's ability to
initiate, autharize, record, process or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial staterments that is more than inconsequential will not be
prevented or detected by the entity's intemmal control. We consider the following deficiency to be
a significant deficiency in internal control:

Audit Adjustments Required - As part of the audit, we discovered certain adjusting journal
entries were necessary in order for the financial statements to be in agreement with the
detail records and supporting documentation of the Organization. As defined above, your
intemnal controls should be designed to prevent and detect misstatements on a timely basis.
Since the adjusting entries were proposed by us and are considered material in relation to
total financial statement, there is a significant deficiency in internal control.

Financigl Stalement Preparation Controfs - In conjunction with our audit, we have been
contracted to prepare the financial statements and related disclosures based on the
information provided to us by Management. We would like to stress that this service is
allowable under AICPA ethics guidelines and may be the most efficient and effective
method for preparation of the Organization's financial statements. However, if at any
point in the audit we as auditors are part of the Organization's control system for
producing reliable financial statements, auditing standards indicate that the Organization
has a control deficiency. The preparation of financial statements and disclosures, even
from information provided by Management, meets this definition and is, therefore, a
control deficiency. We recommend that Management and those charged with
governance evaluate and document their informed decision on the costs and benefits of
contracting for this service with our firm.



Appendix 2
Communication to Those Charged with Governance

Responsibilities under generally accepted auditing standards

As stated in our engagement letter dated, we are responsible for conducting our audit in
accordance with auditing standards generally accepted in the United States of America us
GAAS) estabiished by the Auditing Standards Board of the American Institute of Certified Public
Accountants. Our respensibility, as prescribed by US GAAS, is to express an opinion about
whether the financial statements prepared by management, with your oversight, are fairly
presented, in all material respects.  Our audit does not relieve you of your responsibilities.

Planned Scope and Timing of the Audit

We performed the audit as outlined in our discussion with you related to planning matters on
January 25, 2008.

Signlficant Audit Findings

Management is responsible for the selection and use of appropriate accounting policies.
We will advise management about their appropriateness and applicatian. The significant
accounting policies are described in {Note 1} of the financial statements. We noted no
transactions entered into by the organization during the year where there is lack of
authoritative guidance or consensus. There are no significant transactions that were
recognized in a period other than which they occurred.

Accounting estimates are based on management's knowledge and experience about
past and current events and assurnptions. Some estimates are sensitive because of
their significance to the financial statements and the fact that future events affecting
them may differ from those expected. The most sensitive accounting estimates and how
they were derived by management are: pledges receivable. The value is determined by
the amount of pledges that are expected to be collected within the year.

Disclosures in the financial statemenis are neutral, consistent and clear. Certain
disclosures are more sensitive than others due to their relevance to the usars of the
financial statements,

Difficulties Encountered During the Audit

No significant difficulties were encountered during the performance of our audit
procedures.,

Corrected and Uncorrected Misstatements

Professional standards require that the auditor accumulate all known and likely
misstatements identified during the audit, other than those the auditor believes to be
trivial. The adjustments identified during the audit have been communicated to
management and management has posted all but the adjustment in the attached
schedule,



Disagreements with Management

A disagreement with management is defined as a financial accounting, reporting or
auditing matter, whether or not resolved to our satisfaction, which could be significant,
individually or in the aggregate to the financial statements or the auditor's report. We
had no disagreements with management during the audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated as of the date of the audit report,

Management’s Censultations with Other Accountants

From time to time, management may decide to consult with other accountants about
audit and accounting matters. Should this occur, professional standards require the
consulting accountant to communicate with us to determine that they have all the
relevant facts. To our knowledge, there were no consultations with other accountants
during the year.

Significant Issues Discussed or Subject to Correspondence with Management

From time to time auditors discuss significant issues with management such as business
conditions affecting the entity, business plans and strategies that may affect the risk of
matenal misstatement and the application of accounting principles and auditing
standards. The issues discussed during the audit occurred during the normal course of
our profassional relationship and our responses were not a condition to our retention.



Appendix 3
Management Comments

In planning and performing our audit of the financial statements of Otsego District Public Library
as of and for the year ended December 31, 2007, we considered Otsego District Public Library's
internal control over financial reperting {internal control) as a basis for designing our audit
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Qrganization's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Organization's intemnal
contral,

However, during our audit we became aware of several matters that are opportunities for
strengthening internal controls, improving operating efficiency and reducing expenses. This
letter does not affect our report date April 17, 2008, on the financial statements of Otsego
District Public Library. Our comments and recommendations regarding those matters are:

QuickBooks Accounting Software

As noted previously the Company uses QuickBooks for its accounting software. In many
cases QuickBooks is the best option for a Company's accounting software and there are
very good business reasons to use QuickBooks. It is however imporiant that
Management and those charged with governance understand the inherant limitations of
the QuickBooks accounting software package. The software allows maodifications with
out a supporting audit trail to prior and current periods. It also does not allow for
segregation of duties. Proper use of passwords and restrictions does help limit the this
SxXposure.

We recormmend that you seriously consider the costs and benefits of QuickBooks
software as compared to the Companys needs. We also recommend that this
consideration be done on an annual basis as facts and circumstances change
throughout the year. The accounting software which is appropriate for a start-up entity
may not continue to be appropriate for that same entity as it grows. We are neither
recommending for nor against continuing to use QuickBooks as the Company's
accounting software, we are simply recommending that the decision made by
Management and those charged with governance be a fully informed decision.

New Funds
The issuance of the bond proceeds has resulted in the creation of two new funds, The
Capital Projects Fund and the Debt Retirement Fund. Activity for the various funds must
be accounted for completely within each fund separately. As you have one QuickBooks
file it is easy to cross varicus funds when posting activity. Maintaining a summary of the
accounts within each fund to ensure entries stay within one fund will assist in assuring
entries do not cross funds. We can assist you in creating this summary if necessary.
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